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SUBJECT: US-HONG KONG TEXTILE NEGOITATIONS 

REE: STATE 159389 

SUMMARY. THE HONG KONG GOVERNMENT IS UNHAPPY WITH THE DRAFT 
TEXTILE AGREEMENT BUT WILL ACCEPT IT. RATIFICATION PROCEEDINGS 
HERE HAVE STOPPED, NOT BECAUSE OE UNWILLINGNESS TO SIGN 
AGREEMENT BUTBECAUSE OF REPORTS FROM ALEX HERMAN IN WASH- 
INGTON THAT THE U.S. SIDE IS NOT READY TO SIGN. END SUMMARY. 

1 . WE DELIVERED THE MESSAGE CONTINED REFTEL TO DORWARD 
ON JULY 11. ALTHOUGH HE APPRECIATED THE COURTESY OF A 
REPLY, HE WAS NOT IMPRESSED BY ITS SUBSTANCE. HIS RESPONSE 
TO THE FINAL SENTENCE THAT THE AGREEMENT IS FULLY CONSISTENT 
WITH THE PROVISIONS OF THE MFA WAS "HOW? ALL I CAN SEE 
BETWEEN THE LINES (OE THE MFA) ARE WHITE SPACES." HE 
WENT ON TO SAY, HOWEVER, THAT THE HONG KONG GOVERNMENT 
DID NOT INTEND TO RENEGE ON THE AGREEMENT BUT FELT THAT 
THE UNITED STATES GOVERNMENT WAS SETTING A DANGEROUS 
PRECEDENT, WHICH IN EFFECT WOULD SAY TO THE EEC THAT 
IT WAS NOT NECESSARY TO CHANGE THE MEA BECAUSE ITS 
PROVISIONS NEED NOT BE HONORED. 
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2. DORWARD WENT ON TO SAY THAT THE HONG KONG 
GOVERNMENT WAS CONFUSED BY REPORTS PROM ALEX HERMAN 
THAT INTER-AGENCY NEGOTIATIONS IN WASHINGTON HAD NOT 
BEEN COMPLETED, THAT THERE MAY BE ADDITIONS OR 
CHANGES IN THE DRAPT TO COVER ITEMS WHICH WERE 
THOUGHT TO HAVE BEEN AGREED BUT WERE NOT, AND THAT 
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STATE DEPARTMENT LAWYERS WANT TO MAKE "SUBSTANTIAL 
REVISIONS" IN THE DRAFT TEXT. THE HONG KONG GOVERN- 
MENT HAS INSTRUCTED PETER TSAO IN GENEVA TO REFER 
ANY PROPOSED CHANGES OR REVISIONS TO HONG KONG. 
MEANWHILE, DORWARD HAS STOPPED THE RATIFICATION 
PROCESS ON THE GROUNDS THAT IT SEEMS POINTLESS TO 
CLEAR THE DRAFT AGREEMENT WITHIN GOVERNMENT AND THE 
INDUSTRY AND THEN TO HAVE TO GO BACK WITH REVISED 
LANGUAGE. 

3. DORWARD WOULD APPRECIATE CLARIFICATION OF THE 
STATUS OF THE AGREEMENT ON THE U.S. SIDE AND CON- 
FIRMATION OF HIS IMPRESSION THAT THE HONG KONG GOVERN- 
MENT SHOLD WAIT FOR PROPOSED CHANGES IN THE TEXT BE- 
FORE PROCEEDING WITH THE RATIFICATION PROCESS. 
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